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1 . THE CANADIANS HAVE GIVEN US ON A CONEIDENTIAL BASIS 
A COPY OF A NEW REPORT BY THEIR NATIONAL ENERGY BOARD 
(NEB) INDICATING A PURTHER DETERIORATION IN THEIR OIL 
SUPPLY PROSPECTS. AS A RESULT, THE SCHEDULE 
ANNOUNCED LAST YEAR TO PHASE OUT CANADA'S OIL EXPORTS 
TO THE U.S. WILL BE COMPRESSED FROM 1983 TO 1980. EXPORTS 
IN 1976, WHICH HAD BEEN SCHEDULED AT A LEVEL OF 

560,000 BARRELS PER DAY, WILL NOW BE LIMITED TO 460,000 
BARRELS PER DAY (510,000 B/D IN THE FIRST SIX MONTHS 
AND 385,000 B/D IN THE SECOND HALE OP THE YEAR.) EXPORT 

LEVELS IN THE REMAINING YEARS 1977-80 ARE NOT INDICATED. 

2. ON THE BASIS OP OUR ANALYSIS EARLIER THIS YEAR, WE 
ESTIMATED THAT U.S. REFINERIES IN THE NORTHERN TIER 
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REQUIRE SOME 250,000 BARRELS PER DAY. THE SHORTENED 
PHASE-OUT SCHEDULE, AS WELL AS THE ABSENCE OE INEOR- 
MATION ON SHIPMENT LEVELS AFTER 1976, MEANS THAT THE 
CURTAILMENT OE CANADIAN EXPORTS WILL BEGIN TO CAUSE 

SUPPLY PROBLEMS EARLIER THAN ANTICIPATED. BECAUSE 
OE THE NEED EOR LEAD TIME TO MAKE ALTERNATIVE SUPPLY 
AND TRANSPORTATION ARRANGEMENTS THE NEW PHASE-OUT 
TIMETABLE COULD BEGIN TO CAUSE HARDSHIPS IN SOME OE THE 
NORTHERN TIER STATES BY LATE 1976. 

3. THERE ARE TWO BASIC COURSES OPEN TO US. ONE IS TO 

GO BACK TO THE CANADIANS AND SEEK AN EXTENSION OE THE 
PHASE OUT SCHEDULE. THE CANADIANS COULD ACCOMMODATE US 
BY DELAYING THE USE OF THE SARNIA-MONTREAL PIPELINE. 

THIS PIPELINE IS INTENDED TO IMPROVE CANADIAN SECURITY 
BY TRANSPORTING CANADIAN DOMESTIC OIL TO EASTERN 
CANADA. (BEEORE THE ARAB EMBARGO CANADA PREEERRED TO 
USE IMPORTED OIL IN EASTERN CANADA BECAUSE IT WAS 
CHEAPER THAN THEIR OWN OIL, THUS PROVIDING A SUBSIDY TO 
THE UNDERDEVELOPED EASTERN PROVINCES.) A DELAY IN 
SHIPPING WESTERN OIL TO MONTREAL EOR ANOTHER YEAR OR 
TWO WILL HARDLY IMPINGE ON CANADIAN SECURITY AND WOULD 
ALLEVIATE THE PROBLEMS OE U.S. REEINERIES DEPENDENT ON 
CANADA. 

4. A SECOND COURSE, NOT MUTUALLY EXCLUSIVE WITH THE 
EIRST, IS TO ACCELERATE ARRANGEMENTS TO SWAP OIL WITH 
CANADA. SUCH ARRANGEMENTS WOULD PERMIT CONTINUED 
DELIVERIES OE CANADIAN OIL TO DEPENDENT REFINERIES IN 
THE U.S. REPLACED BY U.S. OIL SHIPPED TO CANADA. SUCH 
ARRANGEMENTS WOULD SHORTEN SUPPLY LINES AND REDUCE THE 
NERD EOR COSTLY NEW TRANSPORTATION EACILITIES IN THE 

U.S. THE CANADIAN GOVERNMENT AGREED TO COOPERATE WITH 
US TO FACILITATE SUCH EXCHANGE ARRANGEMENTS AETER 
DISCUSSIONS EARLIER THIS YEAR. WITH ACCELERATION OF THE 
PHASE-OUT SCHEDULE, IT WILL BE MORE URGENT FOR U.S. 

REFINERS TO STEP UP THEIR EEEORTS TO WORK OUT SUCH 
SWITCHING ARRANGEMENTS. 
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5. THE NEB REPORT WILL NOT BE RELEASED TO THE PUBLIC 
UNTIL NOVEMBER 5. WE HAVE BEEN ASKED TO RESPECT THE 
CONEIDENTIALITY OE THE REPORT UNTIL THAT DATE. CANADA'S 
NEW ENERGY MINISTER, ALASTAIR GILLESPIE (REPLACING 
DONALD MACDONALD), INTENDS TO VISIT WASHINGTON ON 
NOVEMBER 5 WHEN HE EXPECTS TO SEE CHUCK ROBINSON, 

ERANK ZARB AND ROGERS MORTON. 
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6. WE ARE GOING BACK TO THE CANADIANS TO SEEK A DELAY 
IN USE OE THE NEW SARNIA-MONTREAL PIPELINE TO BUY 
MORE TIME EOR DEPENDENT U S. REEINERS. SHOULD 

THIS REQUEST, OR SOME VARIANT, BE OE INTEREST TO THE 
CANADIANS WE COULD WORK OUT ARRANGEMENTS WITH GILLESPIE 
DURING HIS NOVEMBER VISIT. INGERSOLL 
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